$VLDQ 'HYHORSPHQW %DQN $'% $YHQXH 0DQGDOX\RQJ &LW\ 0HWUR 0DQLOD 3KLOLSSLQHV ZZZDGERUJHFRQRPLFV E\ $VLDQ 'HYHORSPHQW %DQN 0DUFK ,661 3XEOLFDWLRQ 6WRFN 1R :36 Note: Number of observations = 5298; log likelihood = -1510.01; likelihood ratio test statistic is 832.87, which has a χ 2 -distribution with 16 degrees of freedom. dr1 and dr2 refer to single and multiple downgrades of the firm's main bank. dlrw, drp, and dlfs refer to a one-standard deviation change in the firm's relative wealth, profit, and firm size, respectively. ic stands for industry code. Note: DR1-0/1 refers to one downgrade of the main bank's credit rating; DR2-0/1 refers to multiple downgrades of the main bank's credit rating; DLRW-std refers to one standard deviation increase in relative wealth; DRP-std refers to one standard deviation increase in profitability; DLFS-std refers to one standard deviation increase in firm size. Note: dr1 refers to one downgrade of the main bank's credit rating; dr2 refers to multiple downgrades of the main bank's credit rating; dlrw refers to a one standard deviation increase in relative wealth; drp refers to a one standard deviation increase in profitability; dlfs refers to a one standard deviation increase in firm size. Note: dr1 refers to one downgrade of the main bank's credit rating; dr2 refers to multiple downgrades of the main bank's credit rating; dlrw refers to a one standard deviation increase in relative wealth; drp refers to a one standard deviation increase in profitability; dlfs refers to a one standard deviation increase in firm size. Note: DR1-0/1 refers to one downgrade of the main bank's credit rating; DR2-0/1 refers to multiple downgrades of the main bank's credit rating; DLRW-std refers to one standard deviation increase in relative wealth; DRP-std refers to one standard deviation increase in profitability; DLFS-std refers to one standard deviation increase in firm size.
7KH YLHZV H[SUHVVHG LQ WKLV SDSHU DUH WKRVH RI WKH DXWKRUV DQG GR QRW QHFHVVDULO\ UHÀHFW WKH YLHZV RU SROLFLHV RI WKH $VLDQ 'HYHORSPHQW %DQN 7KH $'% (FRQRPLFV :RUNLQJ 3DSHU 6HULHV LV D IRUXP IRU VWLPXODWLQJ GLVFXVVLRQ DQG HOLFLWLQJ IHHGEDFN RQ RQJRLQJ DQG UHFHQWO\ FRPSOHWHG UHVHDUFK DQG SROLF\ VWXGLHV XQGHUWDNHQ E\ WKH $VLDQ 'HYHORSPHQW %DQN $'% VWDII FRQVXOWDQWV RU UHVRXUFH SHUVRQV 7KH VHULHV GHDOV ZLWK NH\ HFRQRPLF DQG GHYHORSPHQW SUREOHPV SDUWLFXODUO\ WKRVH IDFLQJ WKH $VLD DQG 3DFL¿F UHJLRQ DV ZHOO DV FRQFHSWXDO DQDO\WLFDO RU PHWKRGRORJLFDO LVVXHV UHODWLQJ WR SURMHFWSURJUDP HFRQRPLF DQDO\VLV DQG VWDWLVWLFDO GDWD DQG PHDVXUHPHQW 7KH VHULHV DLPV WR HQKDQFH WKH NQRZOHGJH RQ $VLD ¶V GHYHORSPHQW DQG SROLF\ FKDOOHQJHV VWUHQJWKHQ DQDO\WLFDO ULJRU DQG TXDOLW\ RI $'% ¶V FRXQWU\ SDUWQHUVKLS VWUDWHJLHV DQG LWV VXEUHJLRQDO DQG FRXQWU\ RSHUDWLRQV DQG LPSURYH WKH TXDOLW\ DQG DYDLODELOLW\ RI VWDWLVWLFDO GDWD DQG GHYHORSPHQW LQGLFDWRUV IRU PRQLWRULQJ GHYHORSPHQW HIIHFWLYHQHVV 7KH $'% (FRQRPLFV :RUNLQJ 3DSHU 6HULHV LV D TXLFNGLVVHPLQDWLQJ LQIRUPDO SXEOLFDWLRQ ZKRVH WLWOHV FRXOG VXEVHTXHQWO\ EH UHYLVHG IRU SXEOLFDWLRQ DV DUWLFOHV LQ SURIHVVLRQDO MRXUQDOV RU FKDSWHUV LQ ERRNV 7KH VHULHV LV PDLQWDLQHG E\ WKH (FRQRPLFV DQG 5HVHDUFK 'HSDUWPHQW

I. Introduction
7KHUH LV D ODUJH DQG JURZLQJ OLWHUDWXUH WKDW VHHNV WR H[SODLQ ZK\ ¿UPV XQGHUWDNH IRUHLJQ GLUHFW LQYHVWPHQW )', 7UDGLWLRQDO WKHRULHV RI )', HPSKDVL]HG LQGXVWULDO RUJDQL]DWLRQ PRWLYHV UHODWHG WR WKH RZQHUVKLS RI ¿UPVSHFL¿F DVVHWV WKDW HQDEOH ¿¿UPV UHODWLYH WR 86 ¿UPV HQDEOLQJ WKHP WR ELG PRUH DJJUHVVLYHO\ IRU 86 DVVHWV WKXV LQFUHDVLQJ )', LQWR WKH 86 )URRW DQG 6WHLQ ¶V UHODWLYH ZHDOWK K\SRWKHVLV GRYHWDLOV ZLWK WKH VW\OL]HG IDFWV RI 86 GROODU PRYHPHQWV DQG )', LQÀRZV LQ WKH V DQG HDUO\ V +RZHYHU DIWHU -DSDQHVH )', LQWR WKH 86 IHOO VKDUSO\ GHVSLWH WKH GHSUHFLDWLRQ RI WKH 86 GROODU ,Q RUGHU WR H[SODLQ WKLV DSSDUHQW SDUDGR[ .OHLQ 3HHN DQG 5RVHQJUHQ SXW IRUWK WKH UHODWLYH DFFHVV WR FUHGLW K\SRWKHVLV 7KH EDVLF XQGHUO\LQJ LGHD LV WKDW WKH VKDUS GURS LQ -DSDQHVH )', LQ WKH V ZDV GULYHQ E\ WKH -DSDQHVH ¿UPV ¶ UHGXFHG DFFHVV WR FUHGLW 7KLV SURSRVLWLRQ LV SUHGLFDWHG RQ WZR IDFWRUV²WKH -DSDQHVH EDQNLQJ FULVLV RI WKH V DQG WKH -DSDQHVH PDLQ EDQN V\VWHP 7KH ZHDNHQLQJ RI WKH PDLQ EDQNV ¶ EDODQFH VKHHWV DV D UHVXOW RI WKH EDQNLQJ FULVLV PD\ KDYH UHGXFHG WKH DYDLODELOLW\ RI FUHGLW WR
,Q DGGLWLRQ WR WKH ¿QDQFLDO KHDOWK RI PDLQ EDQNV IRU ¿UPV LQWHQGLQJ WR LQYHVW M i LV UHODWHG WR WKH FKDQJHV LQ WKH ¿UP ¶V UHODWLYH ZHDOWK VL]H DQG SUR¿WDELOLW\ $V H[SODLQHG HDUOLHU DQ LQFUHDVH LQ UHODWLYH ZHDOWK GXH WR 86 GROODU GHSUHFLDWLRQ RU VXSHULRU SHUIRUPDQFH RI WKHLU VWRFN SULFHV ZRXOG HQDEOH -DSDQHVH ¿UPV WR ELG KLJKHU SULFHV IRU 86 DVVHWV XQGHU DV\PPHWULF LQIRUPDWLRQ 7KHUHIRUH ZH H[SHFW LQFUHDVH LQ UHODWLYH ZHDOWK WR EH SRVLWLYHO\ UHODWHG WR M i :H DOVR LQFOXGH FKDQJH LQ ¿UP VL]H DV D GHWHUPLQDQW RI M i 7KLV LV EHFDXVH FKDQJHV LQ ¿UP VL]H FRXOG DIIHFW WKH ¿UP ¶V UDWH RI WRWDO )', HVSHFLDOO\ IRU VL]DEOH FKDQJHV 0DQ\ -DSDQHVH ¿UPV H[SHULHQFHG ODUJH FKDQJHV LQ WKHLU VL]H LQ WKH V DQG V )RU -DSDQHVH ¿UPV ZLWK DW OHDVW RQH )', LQ RXU VDPSOH WKH FKDQJH LQ ¿UP VL]H UDQJHV IURP WR ± )RU RXU ZKROH VDPSOH RI -DSDQHVH ¿UPV WKH FKDQJH LQ ¿UP VL]H UDQJHV IURP PRUH WKDQ WR ± 6XFK ODUJH FKDQJHV FRXOG EH GXH WR WKH ZLGHVSUHDG SUDFWLFH E\ ODUJH -DSDQHVH ¿UPV LQ WKH V DQG V RI ]DL ¶WHFK ZKLFK UHIHUV WR JHQHUDWLQJ SUR¿WV E\ LQYHVWLQJ D ODUJH SURSRUWLRQ RI ¿UP ¶V IXQGV LQ VWRFNV ERQGV RWKHU ¿QDQFLDO DVVHWV DQG UHDO HVWDWH $V D UHVXOW RI ]DL ¶WHFK -DSDQHVH ¿UPV H[SHULHQFHG ODUJH LQFUHDVHV LQ WKHLU DVVHW YDOXHV GXULQJ WKH VWRFN PDUNHW DQG UHDO HVWDWH EXEEOH RI WKH V 7KRVH DVVHW YDOXHV FROODSVHG DORQJ ZLWK WKH FROODSVH RI VWRFN DQG UHDO HVWDWH SULFHV LQ WKH HDUO\ V /DUJH DQG GUDVWLF UHGXFWLRQ LQ ¿UP VL]H LQ
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7DEOH UHSRUWV WKH UHVXOWV RI HVWLPDWLQJ WKH UDWH RI )', SURMHFWV IRU -DSDQHVH ¿UPV WKDW SXUVXH )', LQ WKH 86 7KH HVWLPDWHG UDWH RI )', LV WKXV FRQGLWLRQDO RQ WKH ¿UP ¶V LQYHVWLQJ LQ WKH 86 7KH PRVW QRWLFHDEOH UHVXOW LV WKDW WKH ¿QDQFLDO KHDOWK RI PDLQ EDQNV FRQWLQXHV WR KDYH D QHJDWLYH DQG VLJQL¿FDQW HIIHFW RQ WKH UDWH RI )', RI WKHLU FOLHQW ¿UPV 0RUH VSHFL¿FDOO\ ERWK VLQJOH DQG PXOWLSOH GRZQJUDGLQJ LQ WKH FUHGLW UDWLQJV RI PDLQ EDQNV DGYHUVHO\ DIIHFW WKHLU FOLHQW ¿UPV ¶ UDWH RI )', DW WKH OHYHO RI VLJQL¿FDQFH 7KHUHIRUH WKH HYLGHQFH LQ 7DEOH HFKRHV WKH HPSLULFDO VXSSRUW IRU WKH UHODWLYH DFFHVV WR FUHGLW K\SRWKHVLV IRXQG LQ 7DEOH 7KH UHVXOWV RI 7DEOH DOVR SURYLGHV VRPH VXSSRUW IRU WKH UHODWLYH ZHDOWK K\SRWKHVLV VLQFH WKH\ LQGLFDWH WKDW DQ LQFUHDVH LQ UHODWLYH ZHDOWK KDV D SRVLWLYH HIIHFW RQ WKH UDWH RI )', SURMHFWV DW D OHYHO RI VLJQL¿FDQFH 7KH VLJQV RI WKH FRHI¿FLHQWV RI ¿UP VL]H DQG SUR¿WDELOLW\ DUH VWLOO SRVLWLYH EXW ERWK ORVH WKHLU VLJQL¿FDQFH $V EHIRUH WKH LQGXVWU\ GXPP\ YDULDEOHV YDU\ LQ WHUPV RI ERWK VLJQV DQG VLJQL¿FDQFH
B. Effects of FDI Determinant on Choice of FDI Mode
,Q WKLV VXEVHFWLRQ ZH UHSRUW DQG GLVFXVV RXU UHVXOWV IRU WKH VHFRQG VWDJH RI WKH WZR VWDJH LQYHVWPHQW SURFHVV LH RQFH D -DSDQHVH ¿UP KDV GHFLGHG WR LQYHVW LQ WKH 86 KRZ GRHV D FKDQJH LQ DQ )', GHWHUPLQDQW VXFK DV UHODWLYH ZHDOWK DIIHFW WKH SUREDELOLW\ RI HQJDJLQJ LQ RQH RI WKH IRXU PRGHV RI )'," 7R DGGUHVV WKLV LVVXH ZH DVVXPH WKDW FRQGLWLRQDO RQ WKH WRWDO QXPEHU RI )', XQGHUWDNHQ E\ D ¿UP WKH QXPEHUV RI )', IRU WKH IRXU GLIIHUHQW )', PRGHV IROORZ D PXOWLQRPLDO GLVWULEXWLRQ ZLWK WKH SUREDELOLW\ PDVV IXQFWLRQ JLYHQ E\
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:H H[DPLQH WKH FKRLFH RI )', PRGHV DW WKH ¿UP OHYHO E\ UXQQLQJ D PXOWLQRPLDO ORJLVWLF UHJUHVVLRQ GH¿QHG E\ HTXDWLRQV DQG RQ WKH -DSDQHVH )', SURMHFWV DQG GU GU GOUZ GUS DQG GOIV LQFOXGLQJ LQGXVWU\VSHFL¿F GXPP\ YDULDEOHV 7KH LQGXVWU\VSHFL¿F YDULDEOHV DFFRXQW IRU WKH SRVVLEOH KHWHURJHQHRXV HIIHFWV RI GLIIHUHQW LQGXVWU\ OHYHO )', :DQJ :H XVH WKH HVWLPDWHV RI WKH ORJLW FRHI¿FLHQWV RI WKH )', GHWHUPLQDQWV WR FDOFXODWH WKH RGGV UDWLRV IRU DOO SRVVLEOH FRPSDULVRQV RI WZR )', PRGHV 7KH FKDQJH LQ WKH RGGV UDWLRV IRU WZR PRGHV RI )', PHDVXUHV WKH HIIHFW RI WKH FKDQJH LQ DQ )', GHWHUPLQDQW RQ WKH SUREDELOLWLHV RI XQGHUWDNLQJ WZR GLIIHUHQW PRGHV RI )', 7KH SDLUZLVH FRPSDULVRQV EHWZHHQ GLIIHUHQW PRGHV RI )', DOORZ XV WR DQVZHU DQ LQWHUHVWLQJ TXHVWLRQ +RZ GRHV D FKDQJH LQ D )', GHWHUPLQDQW DIIHFW WKH RGGV RI D ¿UP FKRRVLQJ RQH PRGH RI )', RYHU DQRWKHU PRGH RI )'," )RU H[DPSOH KRZ GRHV D VLQJOH GRZQJUDGH LQ WKH PDLQ EDQN ¶V FUHGLW UDWLQJ DIIHFW WKH DWWUDFWLYHQHVV RI 0 $ )', UHODWLYH WR MRLQW YHQWXUH )'," 2U KRZ GRHV DQ LQFUHDVH LQ ¿UP VL]H DIIHFW WKH FKRLFH EHWZHHQ QHZ SODQW )', DQG 0 $ )'," 7DEOH VKRZV WKH UHVXOWV RI WKH RGGV UDWLRV WKDW FRPSDUH WKH SDLUV RI )', PRGHV 7KH ¿UVW FROXPQ RI 7DEOH LQGLFDWHV SDLUV RI WZR )', PRGHV ZKHUH WKH VHFRQG )', PRGH LV FKRVHQ DV WKH UHIHUHQFH SRLQW 7KH ¿UVW WKUHH URZV RI 7DEOH VKRZ WKH HVWLPDWHV RI WKH FRHI¿FLHQWV RI WKH PXOWLQRPLDO ORJLVWLF UHJUHVVLRQ GH¿QHG E\ HTXDWLRQV DQG DQG GHVFULEHG DERYH 7KHVH FRHI¿FLHQW HVWLPDWHV DUH DOVR WKH SDLUZLVH FRPSDULVRQV RU RGGV UDWLRV RI 0 $2 132 DQG -92 8VLQJ WKHVH FRHI¿FLHQW HVWLPDWHV WKH SDLUZLVH FRPSDULVRQV RU RGGV UDWLRV RI WKH RWKHU W\SHV RI )', DUH FDOFXODWHG LH 0 $13 0 $ -9 DQG -913 ZKHUH WKH ³RWKHU )',´ LV KHOG FRQVWDQW )RU HDFK RI WKH IRXU )', GHWHUPLQDQWV 7DEOH UHSRUWV WKH ORJLW FRHI¿FLHQWV WKH FKDQJH LQ RGGV UDWLRV UHVXOWLQJ IURP D FKDQJH LQ DQ )', GHWHUPLQDQW DQG WKH SYDOXHV IRU WKH VL[ SDLUZLVH FRPSDULVRQV )RU WKH )', GHWHUPLQDQW RI GU LWV ORJLW FRHI¿FLHQW LV ȕ -_1 IRU WKH FKRLFH RI -9 )', RYHU 13 )', DQG WKH FKDQJH LQ RGGV UDWLR DV WKH UHVXOW RI D VLQJOH GRZQJUDGH LQ WKH 0RRG\ ¶V UDWLQJ RI WKH PDLQ EDQN JLYHQ RWKHU )', GHWHUPLQDQWV FRQVWDQW LV H[S 7KLV PHDQV WKDW ¿UPV ZLWK D VLQJOH
7R YLVXDOL]H WKH SDLUZLVH FRPSDULVRQV ZH SORW RGGV UDWLRV EHWZHHQ SDLUV RI )', PRGHV IURP 7DEOH LQ )LJXUH 7KH OHIWKDQG VLGH RI )LJXUH VKRZV FKDQJHV LQ )', GHWHUPLQDQWV 7KH KRUL]RQWDO D[LV DW WKH ERWWRP RI )LJXUH VKRZV WKH ORJLW FRHI¿FLHQW VFDOH UHODWLYH WR RWKHU )', PRGH ZKLOH WKH KRUL]RQWDO D[LV DW WKH WRS RI )LJXUH VKRZV WKH IDFWRU FKDQJH VFDOH UHODWLYH WR WKH 2 )', PRGH ,QWHUSUHWLQJ WKH RGGV UDWLRV WR PDNH SDLUZLVH FRPSDULVRQV UHTXLUHV WDNLQJ LQWR DFFRXQW WKUHH IDFWRUV WKH UHODWLYH ORFDWLRQ RI WZR )', PRGHV WKH GLVWDQFH EHWZHHQ WKH WZR PRGHV DQG WKH VLJQL¿FDQFH RI WKH GLIIHUHQFH EHWZHHQ WZR PRGHV $ PRGH RQ WKH ULJKW RI )LJXUH LV PRUH OLNHO\ WR EH FKRVHQ UHODWLYH WR WKH RQH RQ LWV OHIW DV WKH UHVXOW RI D FKDQJH LQ DQ )', GHWHUPLQDQW JLYHQ WKDW WKH RWKHU GHWHUPLQDQWV DUH KHOG FRQVWDQW )RU H[DPSOH LQ UHVSRQVH WR D VLQJOH GRZQJUDGH LQ WKH FUHGLW UDWLQJ RI D ¿UP ¶V PDLQ EDQN D ¿UP LV PRUH OLNHO\ WR FKRRVH -9 )', RYHU HDFK RI WKH RWKHU WKUHH )', PRGHV 7KH GLVWDQFH EHWZHHQ WZR )', PRGHV PHDVXUHG E\ WKH ORJLW FRHI¿FLHQW VFDOH LV WKH GLIIHUHQFH EHWZHHQ WKH ORJLW FRHI¿FLHQWV RI WZR )', PRGHV ZKLFK FRPSDUHV DQ )', PRGH RQ WKH ULJKW UHODWLYH WR WKH RQH RQ LWV OHIW 7KLV LQGLFDWHV WKH LPSDFW RI D FKDQJH LQ DQ )', GHWHUPLQDQW RQ WKH RGGV UDWLR RI WKH WZR PRGHV )RU H[DPSOH IRU WKH )', GHWHUPLQDQW RI GU WKH GLVWDQFH RQ WKH ORJLW FRHI¿FLHQW
